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In the final chapter Professor Sharfman points out that private- 
management and public regulation are now undergoing a " crucial 
test". The possibility of railroad nationalization is no longer re- 
mote, and while government ownership would be an unwelcome ex- 
pedient, it is by no means certain that it can long be avoided. The 
indefinite continuation of private ownership and operation hinges 
primarily upon the willingness of railroad managers and railroad 
labor leaders to recognize the fact that they occupy the position of 
trustees for the public, and to act accordingly. 

T. W. Van Metre. 
Columbia University. 

The Fundamental Principles of Taxation, in the Light of 
Modern Developments. By Sir Josiah Stamp. Macmillan and 
Company, Limited. London, 1921. — xi, 201 pp. 

This volume contains six lectures delivered at the end of 1919* 
under the Newmarch foundation of University College, London. 
The lectures embody the conclusions and opinions matured by the 
lecturer during many years of experience in the Inland Revenue and 
years of intensive study. Evidence of the latter may be found in his 
well-known work, British Incomes and Property (1916). Embodied 
in the lectures are a number of citations from the lecturer's articles, 
published from time to time in the Economic Journal and elsewhere. 
Although the selections are mainly such as relate to " principles " 
and hence do not include the excellent descriptive articles such as 
that one on the " Excess Profits Tax " and its phenomenally rapid 
infection of many countries, it is a convenience to have these cita- 
tions brought together in one place. This suggests that a volume 
assembling more of Stamp's essays on taxation would be welcome. 

The first lecture deals with the general trend of recent develop- 
ments and the need for a restatement of principles ; the second, with 
the individual standpoint in relation to taxes on expenditure, special 
receipts, and savings. The fourth discusses taxation from the stand- 
point of the state. The fifth and sixth are from the standpoint of 
the community: (1) economic effects, and (2) ulterior objects. 

Of the principles restated, the first is that taxation should be in 
proportion to ability. When ability is to be measured by income 
five tests are suggested : ( 1 ) the quantitative, " how much have you 
coming in?"; (2) the time, or "during what period received?"; 
(3) purity, is it " pure income without wastage or return of cap- 
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ital?"; (4) is it "precarious" or " earned" or "has it a reserve 
behind it?"; (S) is it spendable freely or tied by domestic circum- 
stances! He mentions a sixth test which he later rejects, namely, 
Hobson's "economic surplus distinction" — "did you receive more 
than your services were worth?" 

It is somewhat of a surprise to read in a section heading that 
" these elements have only recently been recognized ", for, although 
sometimes ignored, they are ideas that are thousands of years old. 
But what is obviously meant is that until the modern increase in 
the weight of income taxation "all these questions slumbered", 
and that recently " one by one they woke up and became vocal, 
until they reached the shrieking chorus that we hear today ". It is 
a natural result when taxation becomes heavy and very personal that 
the ideas of justice and equality are re-examined. 

One of the best of many good suggestions is found at the begin- 
ning of the second lecture. In that lecture Stamp undertakes to 
analyze what the individual is able to pay, and he starts with the 
time element as the " power to carry over ". Neglect of the obvious 
importance of time in framing income tax laws has led to many 
illogical provisions in the statutes. The needs of government are 
recurrent from month to month and year to year, and the ability of 
the taxpayer to meet them is correspondingly represented by a series 
of receipts from his labor, business or property. One wishes that 
the lecturer had developed this great principle somewhat further. 
That the state has a standpoint in imposing taxation different from 
that of the taxpayer who is to bear it, is well brought out and dis- 
cussed in detail. 

Two of the most interesting of the lectures discuss the economic 
effects of taxation. The barrenness of a quasi-mathematical deter- 
mination of the incidence of taxation unless used as a means to de- 
termine the ultimate effect on the economic well-being of all the 
people is well brought out. The lecturer's skill in ascertaining out 
of whose pocket a given tax comes has been shown before in many 
of his essays. That he is not unmindful that this is only a problem 
precedent to a greater problem is now brought forth. To the tradi- 
tional definition of the art of taxation is now added a due regard 
for the health of the whole flock of geese from some of whom the 
down is to be plucked. 

The little volume is an important contribution to the advance of 
knowledge of the fundamental principles of taxation. 

Carl C. Plehn. 

University of California. 



